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Dear Sir or Madam:

This is a final adverse determination letter. Your application for tax
exeGpt status under section 501(c)(3) of the Internal Revznue Code of 1954
is hereby denied. That statute provides for exemption from Federal income
tax for corpcrations or anv community chest, fund or foundation that is
organized and operated exclusively for religious, charitable, scientific,
testing for public safety, lterary or educational purposes and no part of
the net earnings of which inures to the benefit of any private shareholder or

individual.

Your organization's activities consist of providing benefits and services
to your members in the form of discounts on lodging, restaurant and other
retail purchases. The provision of these lLenefits and services is not in
furtherance of religious or other :xempt pur}2ses. Thus, your organization
is not operated exclusively in <urtherance o: one or more exempt purposes
set forth in section 501(c){3) of the Code. A:cordingly, your application
for recognition of exemption under section 50i(¢c)}(3) of the Code 13 denied.

You have agreed to this determination by s’igning Form 6018, Consent to
Proposed Adverse Action. Accordingly, this letter becnomes ocur final de-

termination. -

Since you are not exempt, you must Ffile all Federal tax returns required
of you by the Internal Revenue Code.

Contributiaons to You are not deductible by doiaars ander section 170(c) of

the Code.

A copy of +his notification has been furnished te¢ the appropriate state
officials in accordance with section 6104(c) of the Internal Revenue Code.

This is a denial letter.

Sincerely yours,

District Director
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Dear Sir or Madam:

* Wwe have considered your application Ffor recognition 'of exemption . from

Federal income tax under the provisions of saction 501{(c){ 3 ) of the
Incernal Revenue Code of 1954 and its. applicable  Income Tax Regulations.
Based on the avallable information, we hava determined that y¢a do not
qualify for the reasons set forth on Enclosure I. . , i :

Coensideration \tas given to whether you qualify for exemption under other
subsections of s.ction 501(c) of the Code and we have congiluled that you
do not. h '

As your organization has not established exemption from Federial income tax,
it will be neceasary for you to file an annual income tax return on Form
1041 if you are a trust or Form 1120 if 'you are a --arperation or an
unincorporated association. Contributicns to you are not deductible wunder
section 170 of the Code. "

1f you are in agreement with our proposad denial, please sign and .return
one copy of the enclosed Form G018, Consert to Proposed Adverse Action.

You have the right to protest this proposed determination if you beli'eve?j‘

that it is incorrect. To protest, you should submit a written appeal giving

the facts, law and other information to support your position-as explained

in the enclosed Pudlication 892 (Rev. 7-83), *“Exempt Organizations Appeal
Procedures for Unagreed Issues®. The appeal must be submitted within 30

days frcm the date of this letter and must be signed by one of your

principa) officers. You may request i hearing with a member of the office
of the Regional Director of Appeals when you file your appeal. It . a
hearing 15 requested, you will be contacted Lo arrange a date for _ii:; The
hearing may be held at the Regional Office, or, if you request,; at any
mutually convenient District Office. If you are to be represented' by
someone who 18 nat one of your principal officers, he or sh: must file a
proper | cisex of . srney and otherwise qualify "under our - :ferenc and
Practic: Requiren .1 as gset forth in Section 691.502 of th: . +tateme: . of

Procedu: a1l Rules. e Treasury Departmeat Circular No. 230.

.
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If you do not protest this proposed determination in a :imely manner. it -
will be considered by the Internal Revenue Service as a failure to exhausgt
available administrative remedies. Section 7428(b)(2) of the Internd; -
.Revenue Code provides ia parv that:- -

A declaratory judcemesnt or Jdecreea under this gection shall
not be issued in asy mroceedinx unless the . Tax Court, the
Claims Court, or the district court of the United ' States .for
the District of (olumbia deteriines that the organization
involved has exhaunted administrative remedies avallable to
it within the Internal Revenue Servive.

1f we do not hear from you within the time specified, this will beccme our
final determination. In that event, appropriate State officials |
notified of this action in accordance with the provisions of
$5104{c) of the Code. : ’ ’ :

sinceielyiyonré;

.District Director

Enclosures: 3




Enclosure I

Your application discloses that you wars incorporated on |
uvnder the 1aws of the Stat:. of [l tocxr “be folloving purposes:

1. To provide a se.vice and'-minlstry to clergyman of al}
faiths, enabling them to suciire a discount for goods aand
services connected directly ang‘er indirectly to the pursuit
of thelr calling and ministry.

2. To support needy clergy, missionaries, churches, miocsionary
organizations, the yoor, the needy, rellgious organizations
and educational ministries, a4 to include the meking of
distributions to organizations under section 501(c)(3) of
the Intexrnal Revenue Code, or corresponding section of any
£z2tuere Federal Tax Code.

In addition to tiiose purposes, your constitution and bylaws indicate that
your objects ace as follows:

3. To hold and practice the principles of the historic
Christtan faith and to support the propagation of the Gospel
by way of radio, television and publication, as led and
directed by the Holy Spirit.

Your activities indicate that you  are committed te extending discount

courtesies to clergy and full-time religious workers. Thes¢ discount
courtesies are the same as those extended to the commercial community when
securirg travel/lodging accomodations. ~ Your organization is dewnigned to

serve as the liaison betwsen the iravel/service industry.

Your organization has secured significant discounts of up to 50% on 1odgihg

accomadations at major hotel/motel chains across Amegica. You are
negotiating with major restaurant chains to offer similar discounts. You
ere sacking dizcounts with clothier, furniture and appliance providers.

You provide a service to clergy and businass by directing

members to participating business which offer the discount.
These discounts are similar to what the travel industry offers to  various
travel/entertainment clubs and commerclal accounts. N

To becoms 3 member of [[NNIEGNGGEGEGNGEG. an annual soervice fee
will be charged. You will sasolicit the discount owrd membarship by
advertising in publications which are diracted to the clergy. You will
also secure prospactive members through the purchase »f mailing lists. o




-2

You indicate that if any funds accrue after payment of operating expenses,
“the excess will be used to assist worthy religious and charitable causes.

Section 501(¢)(3) of the Code provides, in part, for the exemption f(rom
Federal income tax of organizations organized and aperated exclusiveiy for
charitable, religious or educational purpeses, no part of the net earnings
of which inures to the benefit of ary private shareaholder or individual.

Section 1.501{c)(3)=1{a){1) of the Regulations states that in order to
qualify under sectica 501(c)(3) of the Code, an organization must be both
organized and operatcd exclusively for one or more exempt purposes. If an
organization fails to meet either the organizational or operational test, it
‘s not exempt.

Section 1.501(c)(3)-1(a){2) .f the Regulationa states that the term “exempt
purpoge Or purposes"™, wmeans any purpose or purposes specified in sectisn
501{c)(3) of the Code. ' .

Section 1.501(2)(3)=1(b){1){i) of the Regulations states that an organiza-
tion is organized exclusively for one or more exempt purposes only if 1its
articles of organizacion:

(a) Limii the purposes of such organizatLon to one or more
exempt purposes; and

(b) Do not expressly empower the organization to enazge,
otherwise than as an insubstantial part cf its
activities, in activitlies vhich in themselves are not
in furtherance of one or more exempt purpoees.

Section 1.501(c}{3)-1{c) (1) of the Reguiations staias that an organization '

will be regarded as "operated exclusively" for one or moré‘ exempt purposes
only if it engages primarily in activities which accomplish one or uwore ot
asuch exempt purposes specified in section 501{c})(3} of the Code. An
organization will not be so regarded if more “han an insubstantial part of
its activities is not in furtherance of an exempt purpose. : :

Section 1.501{c)(3)=1{(d) 1){i1) of the Regulations states that an crganiza-
tion is not operated exclusively for one or more exempt purporas “unless it
serves a public rather than a private ‘-terest. It must not be coperated for
the benefit of designated individuals ;r the persons who created it.

Revenue Ruling 56-138, 1956~1 C.B.202 reld thua. financial aid to. employees

or retired pexsons is not, in and ol itself, a charitable activity, ~aince

employees and retired persons as.a clase are not needy and distressed.
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“Revenue Ruling 77-366, 1977-2 C.B. 192 held " that an organization which
arranged cruises during which activities ¢to turther religious and
educational purposes are provided in addition to extensive social and

recreational activities is not operated exclusively for exempt purposes
under section 501(c)(3) of the Code.

In Puritan Church of America, 10CCH Tax Ct. Memo 485 {1951) affirmed per
curiam 209 F.2d 306,(D.C. <Cir.1953) the court held that an organization
whose actual activities had little relation to the observance of religious
beliefs did not qualify as a religious organization under section
501(c)(3) of the Code. )

In Federation Pharmacy Services, Inc. v. Commissioner, 625 F.2nd 804 (8th
Cir.1980), affirmed Tax Court, 72 T.C. 687, 1979, the court held that a
pharmpaceutical service, which provided services for:  the general public
with special discount rates for the handicapped and elderly, did not

quallfy for exemption under 501(c)(3) of the Code. While it  improved
health, it was primarily a commercial venture in competition with similar
businesses.

In Fides Publishors Association v. United Statea, 263 F. Supp. 924 (1967).
the court found thac a corporate publisher of religious  materials was not
exempt.. Although the publications furthered@ the exempt purpose of
educating the lay apostolate, the [resence of substantial businesas ectivity
precluded exemption under section 501(c) (3} of the Code.

The presence of a s8ingle noncharitable ox noneducational purpose, if
substantial 1in nature, will preclude exemption under Section 501(c)(3}
of the Code regardless of ths number or importance of truly charitabie
or educational purposes. See Detter Business Bureau v. U.S., 326 'U‘S.
279({1945), Ct. D 1650.

Accordingly, we have concluded that yen do not qualify for exempiion from
Federal income tax under sectiaon 501{c)(3) of the Code and contributions to
you are not deductible by donors under section 170 of the Code Dbecausa
you were primarily formed to provide a benefit or norvice to. your members.
The discounts of up to 50% on . 1lodging, restaurant, and other retajl
purchases provide a substantial service and benefit to your mewbers..

Although your members are clergymen and other religioua wotkera. ‘they _ﬂo .
not meet the general common definition of 4 charitable class. Therefore, -
providing benefits and sexvices to them is not, - in and of itself, =

charitable activity. In addition, the provisior of these servicos .13 ‘not

in furtherance of religious or othex ﬁxempt purp)ses.
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Your membership fees and discount service are similar to those which are
offered to other entertainment and travel clubs. - This. srervice resembles
similar discounts which are offered to commercial accounts and therefore
you are not operated exclugively for exempt purpeses. o

You indicate that accrued funds after payment of operating . expenses . will
be used to aseist woxrthy religious and charitable causesa. However,' the
donation of excess profits does not - establish thnt you ‘are organlzed
and operated exclusively for charitable or religious purposes..
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